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Further evidence of centrsl direction of FE Communist aotivities

e oxistence ol some form of oentralized ooordinating committes to
direct the activities of Far East Commumist parties is now well established,
It is believed that one of the early plenary sessions of this committee
took place in Harbin, Manochuria, during January 1948,

It nao now been 1earned, [N, - 25X1C
representatives from the Chinese Communist Party, t ongolian Peoples
Republic, and North Koree held an Bwdey session with Soviet representatives :

_4in Harbin in mid-April. Chou En-lai, who reportedly aots as "foreipgn
minister® of the Chinese Communists, and Khalin, former Soviet Consul General

at Shanghal, are reported to have been present; and the alleped purpose of 25X 1c
_this meeting was "to shift the foocus of the Far East Cominform from :
Vladivostok to Herbin,"” a subsequent meeting,

held 19-22 April, was also attended by represen ves from Japan end from
the Southeast Asia countries. A third international Communist pathering is
reported to have taken place at illan Bator (Urga) onllo-»lz April,

25X1C —o-’ms a Chinese Commmist
newspaper ag saying that representativec oi various Far East Communist

parties (of these representatives, only Chou En-lai was mentioned by naneg
are due to meet late in May at Khaberovek (425 miles north of Vladivostok).

Meanwhile, there is some recent evidence indicating that Far Eastern
Communist propaganda is developing a more international "All-Asia" flavor.
Japanese Commmist Party backing of the recent Korean demonstrations in
Japan pave that Partv am  roccasion to air its views on US "reactionary
end imperielist" polioles in Korea as well as in Japan itself. Moreover,
within the past few days, Chinese Communist propagande has voiced strong
chayges that the "reactionaries" of Korea, China and the US have been
conniving to dispatoch 50,000 South Korean youths to Nationalist China, along
with "USetype equipment", in ‘order to glve them actual combat experience
against "the Chinese people", snd later fit them into "reactionary South
Korean armed forces agaeinst the Korean people." Finally, the Communist-
oontrolled South Korea Labor Party reportedly issued a set of "General
Instruotions™ during March, whioh includes the statement that "the var in
China is more important than the situation in Korea (and) a study of the

Chinese situation is imperative,"
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the dITection of Japan's cottor. textile eviort trade is expected to result
fror execution of an agreeent betwoen SCAP and the S Commercial Credit
Corporation (CCC). Under forner contractual arrangerents, Japan was

com elled to nake full jpayment in dollars to the CCC for ceciton used in
Japancse~ranufactured textiles tnat were exported, and to make such payuant
at the time the texiile exports were sold. Fecause 1) the CCC has surp ied
about 8¢¢ of Japan's raw cotton imports since V=J day, and 2) cotton textile
exports nave representeﬁ‘Japan's chief scurce of foreign exchange, the
former arrangerents 1linited Japan's textile exports laryely to countries
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Paynent restrictions on Japanese cotton trode eased. A widerning of
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Under the new agreenent,; Japan may 1jquidate its indeble'ness to the
gCC {at the present time Japan owes about - 53 million) &bt the rate of
55 willion per month {or above, to the extert of dollars available from
the sale of these textiles). Accordingly, Jepan can now sell cotton
textiles for goods, or poode plus pon—~lollar currenc,, se Long as dellars
are wade available to the CUC in the amount of at least o5 niliion per
month. Once the agreenert is formally gxeculed, daper hopes to expand
its exgorts of QUG cotton naterially to such sterling blec sountries a8
Tndia, Ahustralis, lew realind, South Africa, and l'akistan. This gtimulus
to sterline bloc trade will of course lazst only so lens as CCC cotton
is on nand. Like the propcvsed 560 million loan apaingst OJEIRF recently
announced, the new asreewnt is another step in the efforts to pus

push
Japsn's cotton tracie to these countries. (See Fi/P weekly 20-26 April 19L8)

KOREA

Constitution adopted in lorth ¥Yorea. On 29 April the Yorth ¥oresn
T'eople’s Council adopted ihe "Rorean vemocratic People’s fepeblic
Constitution", subject to "final approval of an all-forean lerislative
assenbly.® This limitation lepalistically #ives the YoiR protection in
case of international challenge that it nas tuken unilateral zetion in
Xorea. However, the terms of tne Constituvion itewlf provide for the
estalblishment of a "Democratic reeple's Republic! in Lorth Xorea until
such time as cortrol can be externded to 211 of Xoreaz. ‘owcver, the
Sonstitution merely legnlires the sretitutions alrcaiy eristine ard
onerative in Worth Korea. Yerce, wdcption of the sorstitution at the
present time means that, for all practical purposes; a "Nesocratic
People's lerublic" has becn establiisied although the tfinal approval®
loophole makes it appear that the status of the present Iorth Korea
Government remains unchangsde. Actually the wuy is now open for formal
proclzmation of the new regime at any lime. Forwnal announcerent and
Soviet recoghition will unquestionably awzit the political ccnvenience
of the USSH. : ‘
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The Commnist forces in lanchuris are still concentrated in the area sur~
rounding Ssuping where they remin innctive despite the fact that (1) they
corpleted their regrouping and resupplying severcl weeks ago and that (2) mud
and flood are no longer a retarding faoctor, US Consul General lNukden believes
that when the Communists do strike (and it shoulq be scon), their activity will
be in the form of a recomnaissunce in force designed to probe out Notlonalist
weak spots. The eventusl mailn attack my, therefore, be directed at the bee
leagered Nationalist bastion at Lukden, where the shortape of food is groving
more menacing each day, or through the Chinchou sector into North China. Pres
ently, there is some Commmnist activity in the area north of Chinchou while '
reporta indicate that a Commmnist attack, on a limited scale, has alrsady been
launched on Tangshan, important station betiesn Shanhaikuan and Tientsin, on
the Peiping-lukden railroad,

After a lengthy siege, the Communists finally captured ileihsien, key cen-
tral Shantung city, while fighting in Fu Tso-ylt's Harth China area was largely
gporadic and inconclusive. Shensi Province was the most active theater of the
civil wor last week; in a move described by Murshall Ku Chm-tung as costinga
"dark shadow acrosp west China", the Communists have thrust into the Sian-
Paochi area of Shensi seriously threafoening Nenkingts corwanication wdth Clz.-m" S
ncrthwest as well as its position in Szechvian. (&.’*.t_om list sources claim, !
however, that this offensive has been checked and that a large Commmist force,
now trapped, is facing annihilation,) Press reporis noted the return to action
of Commmiet units in the ShedBi area, on the Yangtze River west of Hankou as
the Nationalists vere reputedly setting up o new command for the area south

of Tungting Lake.

Political

Hatioral Assembly concluded its r:\onth—long session on 1 lay with the
presentation of credentials to the new President and Vice~President. The
election by the National Assembly of General Li Tsung-Jen to the Vice-
. Presidency marks the mest successful resistance to Chiangts control in the
recent history of the Kuomintang. Despite Chiang's knotm opposition to Lits
candidacy, a large number of delegates, with & show of independence, rallied
to the support of Ii, whe campaigned on a platform of reform., Since Chiang
and Ii are at veriance on fundamentel issues, it 1s uncertain how long they
will be able to work together. Li and his group my therefore attempt to
organize the dissatisfied elements throughout China to oppose Chiang and pro=
vide new and liberal leadership, The potentials of such a movement are ques-
tionable, however, since the strength of lit's support is unknotm and its
capabilities untested, ‘

¥

A recent statement by Chen Po-ta, & member of the Chinese Comrmnist Cene !
tral Committee, explaina the Party's labor and tax policy for developling both i
government and private industry, With the idea of expanding industrial pro- - |
duction, the Party instructs its followers to take a lesson from privete ine
dustry by adjusting wages to increase productive efficiency since political
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indoctrination does not give sufficient incentive, iorker-mmnagement agree-
ments shovld be encouraged to this end, Taxes should alsc be adjustedto en-
courzge production of essential producer and coneumer goods. Chen Po~ta polnts

cut that the workers ore the "leading cluss in the Chinese revolution® and that,

with the ldberation of more and larger cities, industry mst be expanded, Ths
policy of encouraging liberal czpitalism is in line with lao Tze~tung's speech
of 25 December 1947. Other recent Party directives in this vein have called
for a more moderate prograw in agrarian reform and s move lenient attitude
toward capitalists and landowners.

Following his defect in the election for Vice~President, Sun Fo has or-
ganized his supporters into a Netiomal Reconstruction Asmosiation, aimed at
strengthening the Kuomintang, In order to attein greater discipline and o
ganization, he has direcied his followers to return te thslr homes and set
up party cells in towns and villages, .

General Roschin, new Soviet Awmbassador to China, is expeeted to return o
Nanking early in the present month, thus terminating an “interregnum® which
has extended for almost a year, Roschin's return may incugurate increased
Soviet diplomatic activity in China, It is anticipated that the new envoy,
(formerly Soviet Military Attache at Nenking until his recall to Moscow last
Jamuery) will resute with Nationalist officials conversations concerning a
possible corgromise sectilerent with the Chinese Communists.

Over strong objections from Chine, the Zxecubtive Board of the UN Inter~
national Children's Duergency Fund voted a $500,000 aid program for children
in Comrmnistecontrolled areas of China, on the grounds that one~third of China
i3 involved and that the two-thirds under Motiomalist control has alicady
been allotted §1,000,000. ’ '

The US Governmont on 30 April 1948 exchanged with the Chinese Goverrment
notes outlining proposals regardirg the China Aid Act of 1948, The US note
provided for certain requirements to be fulfilled by the Chinese Govermment
pending the conclusion of a bilateral agreement, and emphasized that the pro-
posals set forth in the note do not constitute an obligation on the part of
the US to moke "assistance" available to China., The Chiness note acknowledged
Chins's understanding and acceptance of the US proposals.

Eeononie :

&mrenc;[giceso Shanghai prices rose at & slower rate during April than
in any of the previous months since lovember 1947. The April inerease in the
cost of living index was 20,7% compared with 43,70 for larch, 56.8% for Feb=
ruary, and 165 for November 1947. iholesale cormodity prices followed a
similar pettern., The commodity and money meriet improved in Peiping following
the olection of 14 Tsung~jen, Prices rose in Canton due to the influx of
smggled northern capital. Rationing has pr oved recsomably successful in
Canton chiefly because of the great differential in blzcBmarket and rationcd

+ prices,

T
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The Shanghai larket  US & Iixchange (Selling Rate) Nholesale Price of Rice
' official "open" Blackmarket per 172 1b picul
This week (30 Apr 1.83 CN 4328,000 780,000 cN $4,100,000
Week ago (23 Apr 48) 328,000 700,000 3,950,000
Month age (30 Mar 48) 258,500 520,000 3,600,000
Year ago (30 Apr 47 12,000 22,000 200,000

gggyigg. Foreign ehips are now permitted to call at Tsingtao with spe-
cial Txecubive Yuan permission. This would boost exports, but due to Natlion-
alist loss of ‘jeihsien most products are presently cut off. Chinz shipping
faces curtailment due to lack of foreign exchange to buy fuel oil., US ald
may possibly ease the situation. .

Foreign Trade, According to the latest Custons returns Chiinats trade
deficit for February amounted to US {l.7 million, about half the US $3.2 mjllion
deficit in January. Both imports and exports declined in February to a rela-
tively low level when compubed in US currency, to US {14 and 12,3 million re-
spectively. FPetroleun products led February imports whille vegetable oils
headed exports, _ :

Hong Xong. The British Government is reparted planning to loan 3 million

pounds to Hong Kong to build a new airport capable of handling the largest
planes. _
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Disturbances in Southern Siem confront Phibul Governmehit. The Yaley
minority problem In southern Siam has again reached serious proporticns
as indicated by recent reports of disturbances involving olays and the
Siamese police in Narathiwat Province, Some of the diaceder rosults fram
ineffective. government control, but it is believed that in some cases the
incidents are incited by local 'alay leaders end expatriates in northern
*alaya because of the long-standing questions of Talay lanzuage instruction
in schools, the utilization of Yelays as provine ial adminiztrators, and
the legal observance of l'oslem nolidays, Although police action apparently
has the situation temporarily under cantral, the Siamese Government has
indicated its concern by calling Cabinet meetings to study the situation
and, according to the press, has set up o special comission to make
definite recommendations on the Malay demands., However, aince Premier
Phibul is engrossed in more pressing problems, it is wnlikely tat a satis-
factory settlement of this particular problem can be rescned soon, Conse-
quently, incidents of violence will probabiy recur until tie Government is
forced by circumstances either: (1) to acceed to lalay demsnds, or (2) to
embark on a program of suppression which has been the historical pattern
in this area. '

BYRIA

Attempts to inerease effectiveness of Burmese A% and Vilitary Pélice.
The loyalty and Teliability of the Burmese .irry and Yilitary Police re-
mains the decisive factor in the current Communist-Covernment struggle.
Major feneral Smith Dun, cammanding officer of the irmy, has stated that

" out of & total of 17 battalions he considers the 3 Karen, 2 Kachin and

2 Chin battalions loyal and the 10 remaining Durman battalions to be con-
trolled by politics. The predominantly Burmen Vilitary Folice are pre-
sumably in the sams cetegory. A recent change in the cabinet was apparent-
ly designed to inspire the ilitary's loyalty to the Government as well as
to inerease its efficiency and effectiveness. Deputy Prime Vinister
Bo Let Ya, who is also Defensé 'linister, assumed the additional dutiés as
Home Minister replacing Socialist Kyaw Nyein whe was ostensibly hogpitalized
for tuberculosis, The significance of the change may lie in the fact that
Bo let Ya was formerly a praminent figure in the Peoples' Volunteer Organi-
zation (PVQ) whereas Kyaw Nysin was the FU”'s beit noir in the Government.
Since o considerable part of the i'ilitary Tolice and scme of the Ammy per-
sonnel are ex-comrades-in-Arus in the FV0O!'s, Po Let Ya would be a more
acceptable leader than Kyaw Nyein. In this respect the ¥ilitary's capablil-
ities may be enhanced, but if the changs was made to bolster the PVO!s
support of the Anti-Fascish League (AFL), the fovernment Party, ¥ysw Nyein's
§11ness may have been a rmatter of convenicnce and a means for removing him
from the Government without disturbing Secialist support of the AFL, Very
1ittle is known about Ro lLet Ya but it has recently been reported that he is
and definitely anti-Communist., If

a man of decision,
these reports are correct, Fo a may emerge as Burma's strong-man.
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TIDANESTA

Political apreement in near future apnears unlikely, The Hetherlands
has attempted to dispel the Republican fovernment'e sear tnat the Duteh
will maintain control of Indonesia through the Netheriands~Indonesian
"nion (MTI") by the presentation to the 5°C Tolitical Committee of a work—
ing paper on the Tnion, The assurance is chiefly in the form of a state-
ment that the Union is not to be a "super state" nor are its organe to be
those of a "super government." However, there still exists wide divergence
of opinion hetween the parties with respect to more ismedinte interim meas-
ures, i.e., questions of plebiscites and Republican participation in a
provisional federal government. Currently, mutual distrust appears to be
mounting and may prevent conclusion of a political agreement in the near
future, Significantly, Vredenburch, Deputy Chairman of the Netherlands
Delegation, believes that chances for such an agreement are now less
than 50~50, - .

FUILIPPIITES !

Nuirine ma¥ modify policy toward dissidents. President Quirino's
recent public statements Indicate that, while the Covernment is likely to
deal severely with dissident leaders, there will be scme modification of
the late President Roxas! stem poliey tovard the dissident groups.

In a press interview on 22 April, the President was reported to have
stated: "The late President's proelamation outlawing the Hukbalahap snd
Matioral Peasants Tnion (P¥M) only marked a stage in his poliey. I intend
to study the problem thoroughly but I am ready L6 modify it in the interests
of peace and order." At a 26 ‘pril conference with provincial governors and
city mayors, Mmirino reduced the peace and order problem to a local issue,
He said that there is peace and order in the Philipnines and that "all we
want to do is to restore peace in the troubled areas.” He also told the
officials that he would not change the recemmendation of the late President
Rexas for a special US #2 million peace and order fund. On 29 April the
President made an unannounced inspection tiip through four Central Luzon
provinces (sametimes called "luklardia”) for the avowed purpose of colicch~
i{ng data in order to formulate the best method of utilizing the peace and ~
order fund which the House Appropriations Committes on 30 April transferred
from the Secretary of the Interior to the president's office. The President
held a press conference immediately following his return and stated that
negotiations would not be resumed with Luis Tarue, Huk leader, and that he
“would be "stiff" with those who persist in defying the Government. Nuirino
indicated, however, that he would make an noblique approach! to the dissi~
dent problem employing social, economic, and ideological measures as well as
force, He stated that, as a result of personal obsarvations, he was plaming
a definite course of action to consist of: (1) returning “displaced" por-
sons who have left their homes and farms in fear of the luks; (2) guarantec—
ing full protection by law enforcenent agencles to these pecple;’
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(3) providing work and employment for displaced persons; (i‘;‘.) roturning
local officials, who had abandoned their posts because of cissident .
threats, The President also warneéd local officials not to play politics
with the peace and order campaign.
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